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The Rothschild-Bleichroder Axis in Action 
An Anglo-German Cooperative 
1877-1878 


BY GERSHOM A. KNIGHT 


At the beginning of 1877 Germany was not so affected by events in Bosnia and 
Serbia that it could not think about its silver reserves.* Gerson von Bleichréder, 
the head of the Bleichroder Bank in Berlin, discussed the matter with Baron 
Lionel von Rothschild in a letter dated 3rd January 1877,' and referred to a 
confidential document concerning official German policy. It was likely that small 
concessions would be made regarding the sale of silver which was a principal 
bullion asset in Germany at the period under examination. Bleichréder was 
convinced that fine silver could be handled under an agreement with the 
Reichsbank. The Rothschilds had great experience in handling bullion and in the 
minting of coins. In 1852 the Rothschild refinery was put on the Bank of England 
approved list.? Things were set for an Anglo-German cooperative in processing 
fine silver. Bleichréder kept Baron Rothschild carefully up-to-date regarding the 
attitude of the Reichstag and the Reichsbank in this matter. 

Political tremors were felt around 2nd January 1877. Gerson von Bleichréder 
had news from Constantinople.’ His sources were widely distributed and he often 
referred to his reliable source here or there without naming him. News had 
reached him early regarding the impending rupture in relations between Russia 
and Turkey. The details were still not crystal clear on 2nd January 1877, but it 
was not long before the Russians showed their hand. The Russian Finance 
Minister, Reutern, told Lord Loftus* on 27th January that if no solution was 
reached by the month of April, the Russians would no longer be able to remain 
inactive, even though they might have to act alone. From Bleichréder’s letter” it is 
apparent that Baron Lionel von Rothschild received a hint of the impending 
trouble some forty-five days before the matter was broached between 
high-ranking politicians in a private comment, and not in an official 


* This paper was given to a Seminar at the Institute of Historical Research, London, which took place 
on Thursday 4th February 1982. The seminar was organised by the Department of International 
History at the London School of Economics. 

‘Rothschild Archive (London) B17 Bleich/1877:1 (64/0): Letter—Bleichréder to Baron Lionel von 
Rothschild, 3rd January 1877. Hereafter any reference to this Rothschild Archive will be denoted by 
the abbreviated form of RAL. 

?Sir John Clapham, The Bank of England... Vol. II. 1797-1914, Cambridge 1970, p. 280. 

SRAL B17 Bleich/1877:2 (64/0): Letter—Bleichréder to Baron Lionel, 2nd January 1877. 

*Public Record Office (PRO) Foreign Office Papers (FO), PRO FO 424/49 no. 63: Loftus to Derby, 


27th January 1877. Details of this private comment were passed on by Lord Loftus to Lord Derby. 
5Loc. cit., note 3 above. 
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communiqué. War between Russia and Turkey was officially declared on 24th 
April 1877. 

Information regarding the possibility of a European Concert was fed to 
Bleichréder. His comments and observations on the news were in turn relayed to 
Baron Rothschild. As early as 2nd January 1877 he reported that Berlin 
diplomatic circles were afraid that a fracture in diplomatic relations would occur. 
Finally, offence against Turkey would be inevitable. In Berlin there was general 
hope that Turkey would be flexible and freeze its armed efforts. However, in 
British political circles it seems that treatment of Christians at the hands of 
Moslems was leading to belligerency.® Gladstone, who felt Disraeli was against 
Salisbury’s efforts at the Constantinople Conference as a result of his Jewish 
sentiment, was prepared as a result of his own Christian sentiment to encourage 
the Tsar, who apparently feared to tread a path where there was no room for both 
Ignatiev and Gladstone.’ 

This uncertainty had a marginal effect on international exchange rates. The 
Rouble is not mentioned by Bleichrdéder at the beginning of 1877. Later in the 
year the course of war had a crippling effect on Russian currency. The Rouble 
hardly recovered on the Berlin market. Though it fluctuated, it continued on a 
downward path. Prior to his advice later in the year in favour of purchasing 3rd. 
Issue Hungarian State Bonds, Bleichréder reported quite dispassionately that 
the tension was having a salutary effect on Austrian and Hungarian stocks.® 
These continued to improve. 

By 3rd January 1877 a change in Turkey’s attitude was reported. The view in 
Berlin was that if Russia occupied territories down to Constantinople, this would 
be deemed a “European Act”.? The Russians, including the Tsar, had made a 
friendly approach to the government in Berlin. There was later to be another 
approach. That time it would be for a supplementary loan. In contrast with 
Bleichréder’s information it will be useful to look at another source of secret 
intelligence which came into the hands of Baron Lionel von Rothschild. This 
letter was dated 3rd January 1877, the same date as the letter from Bleichréder we 
have just discussed. This letter is described as an “Intelligence” and was 
communicated to the Baron by one C. de B.'° whose real identity, Alexandre 
Guyard de Saint-Chéron, was discussed at length in an article by J. P. T. Bury. 

All this helps to show that Bleichréder’s part in the information network was 
not a dominant or exclusive one. It was a partnership limited by the advantages 
Bleichréder sought to gain by it. Monsieur C. of B. had an associate in 
Constantinople who was a close friend of Midhat Pasha. In a way, he was a 
Turkish equivalent to Bleichréder. Midhat Pasha was the highest officer in the 
Sultan’s palace. He was also a reactionary’! and led a new party, that of the 


®R. Millman Britain and the Eastern Question 1875-1878, Oxford 1979, p. 239. 

?Gladstone to Granville, 2nd January 1877. See A. Ramm (ed.), The Political Correspondence of Mr. 
Gladstone and Lord Granville, 1876-1886, Vol. 1, Oxford 1962, p. 28. 

8 Loc. cit., note 3 above. 

°RAL B17 Bleich/1877:3 (64/0): Letter—Bleichréder to Baron Lionel, 3rd January 1877. 

MORAL (112/106): Letter—C. de B. to Baron Lionel, 3rd January 1877. See also J. P. T. Bury, ‘The 
Identity of “C. de B.”’, in French Historical Studies, Vol. III, No. 4 (Fall 1964). 

"Millman, op. cit., p. 76. 
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“Young Turks”. Their aim was to stifle what they considered a Christian 
conspiracy !? which would overthrow their country. In May 1876 Midhat Pasha 
led these reactionaries in deposing Sultan Abd-ul-Aziz, who had ruled since 1861, 
and soon arranged for Abd-ul-Hamid II to be made Sultan. Midhat was 
consequently appointed Grand Vizir after very little delay. 

Clearly, it was very important for Baron Lionel to acquire secret information 
which concerned Midhat Pasha, in whom Turkish policy would largely be 
reflected. The Rothschilds had contracted in 1833 for a loan of £2,343,750 at 5% 
to the Greek Government. This loan was guaranteed by England, France and 
Russia, and £550,000 of it was paid over to Turkey in consideration of having 
ceded a portion of territory on the establishment of the Greek Monarchy. In 1855 
Rothschilds of London contracted a 5% Turkish Loan for stock to the value of 
£5,000,800. By 1877 the London House of Rothschild was well involved in 
Turkish stock. Since Baron Lionel was the head of that House, it was vital that he 
should be kept abreast of all events affecting the movement of that stock. Such 
information needed to be received well before it was presented to anyone else, let 
alone to the general public. Timely decisions could then be taken whether or not 
to sell certain stock and to perform such manoeuvres without causing general 
market panic. The next major loan to Turkey issued by N. M. Rothschild and 
Sons was the 4% Ottoman Defence Loan of 1891. This loan was secured by the 
Egyptian Tribute and amounted to £6,316,920. So, by the time of the 
Russo-Turkish War, which broke out in April 1877, there were two major loans to 
Turkey amounting to £5,550,800. 

Bleichréder did not report on Turkish finances. He was closely involved with 
the question of silver bullion which was vital to the Prussian economy in the 
absence of really significant gold reserves. As we have seen already, a confidential 
document on government policy regarding silver and the involvement of the 
Reichsbank was discussed by him in his January communications with Baron 
Lionel. Bleichréder confirmed Baron Lionel’s refinery could deliver weekly—a 
clear example that some form of co-operative existed. He was the intermediary 
between the Reichsbank and the London House of Rothschild. 

After the founding of the North German Bund in 1866 and the German Reich in 
1871 a reform of the monetary system was put in hand.'* This comprised a 
step-by-step transfer from a silver-based to a gold-based currency.'* The 
Reichsbank was intimately involved in this transitional process and also had the 
right to issue its own notes.” The Reichsbank came into existence officially on 14th 
March 1875, when it was “chartered” under the seal of the Kaiser, but actually 
began operations on Ist January 1876.'° Clearly, 1877 was a crucial time for the 
Reichsbank and Bleichréder played his part. He was on the Committee of the 
Reichsbank. 


12H, Temperley, ‘The Bulgarian and other Atrocities, 1875-8, in the Light of Historical Criticism’, 
Proceedings of the British Academy, xvii (1931), pp. 105-146. 

13O. Simon, Die Deutsche Reichsbank in den Jahren 1876-1883, Munich 1884, passim. 

Manfred Pohl, Einführung in die Deutsche Bankengeschichte, Frankfurt a. Main 1976, p. 77. 

15H. Grosser, Die Beziehungen zwischen Reichsbank und Staat im Laufe der Geschichte, Weida 1941. 

— 16Pohl, op. cit., p. 79. 

URAL B17 Bleich/1877:33 (64/0): Letter- Bleichröder to Baron Lionel, 17th February 1877. 
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The question of Reich silver coins was the point at issue. In July 1873 a law was 
passed regulating coinage and the problem of Reich currency.'® However, Reich 
silver coins were still in very limited circulation. The silver one-thaler piece was in 
circulation till 1907, when a new law regulating specie introduced a gold-based 
currency from July onwards. In addition, coins in nickel and copper were minted. 
What gold deposits there were with the Reichsbank began to dwindle.'® 
Bleichréder felt it sufficiently important that Baron Lionel should have early 
warning of the first trickle of gold withdrawals from the Reichsbank which had only 
been operative since Ist January 1876. The first withdrawals of gold deposits 
began in March 1877. They had a consequential effect on the Berlin Stock 
Exchange. Trading was reduced to inactivity: a routine seen all too often in Berlin 
during 1877. 

Soon after the official start ofits operations the Reichsbank had reduced the bank 
rate to 4% but this was unlikely to have any effect on trading at the German 
(Berlin) Stock Exchange. Through the agency of the Reichsbank silver reserves 
were held around 135,000 lbs. fine silver. This represented some 3:3% of the 
world silver production in 1877.”° In contrast, the English bank rate discount was 
25% and England imported £21,625,652 worth of silver bars and coin.”! This 
amounted to 5,918,080 Ibs. of fine silver in bar and coin at the 1877 yearly average 
of 5448d. per oz. std. In other words, London imported 2,000,585 lbs. more than 
was produced in the year 1877 in the whole world from its mines. To set the 
matter in perspective, it is useful to compare with this figure that of 3,917,494 Ibs. 
which was the total world production from mines in 1877. 

Bleichréder’s facts were always precise. He reported to Baron Lionel that the 
Reich Government was willing to sell off its reserves gradually. To tempt Baron 
Lionel into a purchase, he expressed the belief that silver would rise in price.?? In 
fact, the 1878 price of silver on the London market dropped from an average of 
548d in 1877 to an average of 527d in 1878. It continued to drop slowly till 1914, 
only to pick up slightly towards the end of the Great War.”* But Bleichréder was 
astute enough to notice that the Reichsbank would not be buying in: 


“The next few months will not see a growth in these reserves. The result will be that small coins 
will be melted down.”?* 


By 8th January 1877 some proposal had passed between the two men. 
Bleichréder referred to Baron Lionel’s “rules regarding silver refining”. He 
rejected 5,000 lbs. of fine silver to be produced in two months as too meagre for the 
Prussian Government. Also, the Prussian Government did not agree to Baron 
Lionel’s conditions (Bedingungen).? It was stressed that the contract for the 


'8Pohl, op. cit., p. 77. 

'SRAL B17 Bleich/1877:46 (64/0): Letter—Bleichréder to Baron Lionel, 3rd March 1877. 

2°Tn 1914 Dr. Adolph Soetbeer and the Director of the U.S. Mint compiled a table of figures showing 
the world production of silver from 1493 (figures not so accurate for then) until 1914. See Benjamin 
White, Silver-its History and Romance, London 1917, pp. 5-7. 

21White, op. cit., p. 177. 

22R AL B17 Bleich/1877:5 (64/0): Letter- Bleichréder to Baron Lionel, 5th January 1877. 

23White, op. cit., pp. 177-179. 

4Toc. cit., note 22. 

25RAL BI7 Bleich/1877:7 (64/0): Letter—Bleichréder to Baron Lionel, 8th January 1877. 
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Reichsbank to sell all refined silver could not be given up. Bleichréder was a 
member of the Reichsbank Committee. Therefore, he was placed in a very 
unenviable position. It was only natural that he should—even in the same 
letter — attempt to coerce Baron Lionel into raising the refinery production higher 
than 5,000 lbs. fine silver in two months. The matter had not been fully resolved 
by 13th January; for, Bleichréder reported: 


“|, the latest silver proposals have not been accepted by the Reich, as the reserves are 
allegedly too weak, and I believe I can also assume that they do not exceed 10,000 lbs. fine 
silver for the moment .. .”?¢ 


Baron Lionel was kept in touch with the silver purchases made by the Reich 
Government which contracted to buy more in February. It was then that 
Bleichréder mentioned Austria’s silver purchases. The government in Vienna 
arranged for the delivery of 130,000 lbs. of fine silver. This was exactly the 
quantity of reserves held by the Reichsbank. Six days later on 21st February the 
Austrian Government was involved with the Reich in Berlin in negotiations for 
30-40,000 pounds of fine silver. This amounted to between 0:76% and 1:02% of 
world production in 1877. Reich sales of silver stopped by 6th March and 
Bleichréder reported “our government possesses about 240,000 Ibs. of low-grade 
silver in Germany”. He wanted to give Baron Lionel a good option. For he said,”’ 
“the Government is unwilling to give way on the present price; I shall, however, 
be able to tell you, at the earliest, perhaps tomorrow, what their maximum price 
for it is, and, in case you should find it convenient to make use of that, I urgently 
request you to send me a telegraph as soon as possible”. 

Reports were precise and regular. It is carefully related how the Reich 
Government were in a position to further their agreement with the Reichsbank. 
Each letter is loaded with information from many points of view. We learn the 
point of view as it was seen in Berlin. Turkey would not give up its stubborn 
stance and considered Russia’s hesitancy in January 1877 to be only military 
weakness. On the other side, the Tsar’s position is portrayed with equal lucidity, 
yet in an extremely laconic style particular to Bleichréder’s writing. The contrast 
between the Peace Party, championed by Tsar Alexander II, and the so-called 
Russian War Party is depicted very forcefully. In view of the call for a loan that 
was soon to come from Russia, it is interesting to note how Bleichréder 
introduced comments on Prince von Echecs. He isolated a particular feature and 
ensured that it was noticed. Von Echecs had brought pressure to bear on the Tsar 
Alexander. Another example occurs when Bleichréder reserved the commercial 
interests of Central Russia for special mention to Baron Lionel in the context of 
the Tsarist desire for peace, supported by popular opinion. 

The fears and anxieties of Berlin were expressed through the medium of 
Bleichréder’s almost daily private bulletins. In early January 1877 there was fear 
in Berlin that the Porte would do an about-turn, though it had already joined the 
Conference. But it was clear the Conference would continue till Turkey accepted 
a set of minimum conditions. The uncertainty was expressed on the Berlin Stock 


RAL B17 Bleich/1877:13 (64/0): Letter—Bleichréder to Baron Lionel, 13th January 1877. 
27RAL B17 Bleich/1877:61 (64/0): Letter—Bleichréder to Baron Lionel, 23rd March 1877. 
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Exchange. Russian Government stock became depressed. There was no certainty 
regarding Russia’s intentions towards Romania. Bleichréder could not decide if 
there was entente between Russia and Austria in early January. 

Russia was not speaking from a position of economic strength; yet information 
sources revealed that this did not lead Turkey to feel herself any stronger. The 
solution was not quick to arrive. By 9th January it came as no surprise in Berlin to 
learn that the Constantinople Conference had been adjourned again. Doubt was 
cast on Russia’s willingness to be satisfied with the guarantees forced from 
Turkey to date. Russia was, however, most anxious for a peaceful settlement, but 
unwilling to lose face in Europe over Turkey. From the point of view of 
investment banking this concerned Baron Lionel. The Berlin Stock Exchange 
suffered a reverse early in January. But as it closed on 9th January, the situation 
became more satisfactory, since Turkey gave signs of giving way over 
Herzegovina and Bosnia. This gave rise to large dealing in government stocks, 
particularly Russian, Italian and Austrian. 

Berlin felt Russia would be content with the proposals under the Andrássy 
programme. This stimulated business at the Berlin Stock Exchange and gave rise 
to a favourable report to Baron Lionel. Business was much improved and 
Austria, which the Hungarian statesman, Count Julius Andrássy, represented, 
featured in this stimulated business environment. There was consequent 
vigorous dealing in Austrian Government stock. News that an all-power 
conference had been postponed made no real impact on the Berlin Stock 
Exchange. But Turkey felt that things were going against it and was therefore 
unwilling to accept the Andrassy proposals. His policy was for Austria to occupy 
Bosnia and Herzegovina. 

Bleichréder’s reports were counterbalanced by regular letters from Baron 
Alphonse de Rothschild in Paris who had access to information sources placed 
very close to the Sultan. The French point of view was a little different. The 
impression that the Germans were playing an underhanded game comes over 
very strongly.” The French Rothschilds were informed that the German 
Secretary of State had advised the Turks not to accept the propositions of the 
Powers as this would have meant the ruin of Turkey. According to Bleichréder 
there were rumours around mid-January that France might be Russia’s ally. 
There were indeed some disparaging remarks in the Russian newspapers. 
Consequently, it was of interest to Baron Lionel to know that the Stock Market 
was reacting unfavourably and that investment securities were cheaper. 

In mid-January Turkey was determined to make no greater concessions to the 
European Powers. That was reported on 15th January 1877. Yet, on the following 
day, Bleichréder wrote there was a story that the Sultan had decided to accede to 
the demands of the European powers. But this was doubted in Berlin’s political 
circles. It was thought in Berlin that the Porte would not give in. By 18th January 
Bleichréder was reporting an arms race between Russia and the Porte. 

Other aspects of the cooperative arrangement between Gerson von Bleichréder 
and Baron Lionel von Rothschild are revealed by a comparison between 


RAL (T 12/98): Letter — Baron Alphonse de Rothschild to his cousins in London, 9th January 1877. 
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Bleichréder’s letters to Baron Lionel and those by him to other people as well as 
those to him from other writers. Bleichroder was providing Bismarck with the 
same sort of detailed information as that going to Baron Lionel. It dealt with 
different facts, but the effort was the same; and it all serves to show that 
Bleichréder’s sources were tireless and unbelievably resourceful. At the end of 
January 1877 Bismarck was concerned with industry in the Ruhr.?? Bismarck 
wrote on the last day of January.*° As a measure of his efficiency and his effective 
information service Bleichréder had details within twenty-four hours.*! The 
information was not characterised by any generalisations either. It was specific: a 
further drop in coal prices would have quickly reduced production, 10,000 men 
would have become unemployed and wages cut by a third. French export 
premiums were considered the root of the problem. The same sort of vital 
commercial information was passed to Baron Lionel. In July Russia had a deficit 
of 20 million Gulden, but fortunately prices dropped because of a good harvest.?? 
But in the “cooperative” the exchange of information was strictly confidential as 
we see in a letter from Baron Lionel to Bleichréder®?: 


“We telegraphed you today we accept your drafts which mean that our government is inclined 
to accept the conference under the conditions as suggested. Your friend will like it but please do 
not mention our name and tell nobody that we give you political news.” 


Exchange of political information had to be carefully orchestrated. Such 
approaches were particularly relevant in a situation where Bismarck was nervous 
over the Russian attitude—or more precisely—the attitude adopted by Prince 
Gortchakov.** Fearing Russian intrigues in Paris or Vienna Bismarck preferred 
to see Gortchakov locked in conflict with the Turks. He writes®> to Schweinitz, 
Prussian Ambassador in St. Petersburg, on 24th January 1877 as follows: 


“.,.T fear especially that the efforts of Prince Gortchakov are aimed at destroying the 
sympathy of the Emperor Alexander for his uncle and for Prussia, at upsetting our relationship 
as far as possible with Austria and England, and, perhaps by diplomatic influence in Vienna, 
perhaps by threats to Austria and fomenting distrust of us, at overthrowing the Andrassy 
government and clearing the way for one which would aim at a diplomatic anti-German 
coalition, which with the addition of France would grow stronger every day...” 


Such opinions expressed by Bismarck in his private correspondence found 
their way in another form to Baron Lionel. In a letter dated the same day as 
Bismarck’s to Schweinitz Bleichréder reported that he had just heard from a 
“fairly reliable source” about the possible resignation of Gortchakov. Bismarck’s 


29Fritz Stern, Gold and Iron. Bismarck, Bleichréder, and the Building of the German Empire, New York 1977, P- 
191. 

3©Bleichréder Archive (Baker Library, Harvard University) Box I: Letter — Bismarck to Bleichröder, 
31st January 1877. Hereafter any reference to this Bleichréder Archive will be denoted by the 
abbreviated form of BA. 

3l Fürst von Bismarck Archive (Friedrichsruh): Letter—Bleichréder to Bismarck, 31st January 1877. 

32RAL B17 Bleich/1877:133 (64/0) and RAL B17 Bleich/1877:136 (64/0): Letters- Bleichréder to 
Baron Lionel, 14th July 1877 and 11th August 1877, respectively. 

33BA Box XIV, 7th May 1867: Letter- Baron Lionel to Bleichréder. 

“W. N. Medlicott and Dorothy K. Coveney (eds.), Bismarck and Europe. London 1977. p. 93. 

35]. Lepsius (ed. et al.), Die Grosse Politik der Europäischen Kabinette 1871-1914, Berlin 1922, vol. II, No. 
273. 
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suspicions of the Russians were reflected in Bleichréder’s reports to Baron Lionel, 
when Gortchakov’s resignation was mentioned and his possible successor was 
named as Vatnjev or Ignatiev. Bleichréder reported that they were both inclined 
to declare war. 

Many influential people corresponded with Bleichréder. In the 1870s he 
regularly exchanged letters with Leopold Sonnemann, the editor of the Frankfurter 
Zeitung.” On 10th February 1877 Sonnemann wrote?” to Bleichréder that Krupp 
had taken him to factories that were out of bounds to anybody but the highest 
military personnel. What Sonnemann saw concerned Russian arms purchases. 
By the 12th of the same month this information was included in Bleichréder’s 
personal letter”? to Baron Lionel. He reported that “news direct from Russia is 
very scanty; but it is known that it continues to arm itself and has especially 
placed once more new orders for cannons”. Bleichréder did not reveal his source 
to a third party, but his network of correspondents was to prove extremely 
revealing in so far as he was able to move information around and capitalise on 
the methods and effects achieved thereby. 

In July 1877 Bleichröder kept Baron Lionel abreast of the prospect introduced 
by von Hansemann who put forward a Romanian railway venture. Industrial 
information also formed a large part of his service. On llth August 1877 
Bleichröder told Baron Lionel that he had entertained Emperor William and the 
Empress Augusta at his estate in Gütergotz near Potsdam. With great pride he 
effused grandiloquent phrases, but this the Baron should keep to himself— 
“... und bitte Sie, hochgeehrter Herr Baron, selbstverständlich, das ganz für 
Sich zu behalten . . .” Baron Lionel in this case was to be told before Bismarck 
knew. Bleichréder wrote to Bismarck on 13th August, but avoided any details.°9 

Other evidence shows that Bleichréder’s information was tested against 
reality. This was done by using additional sources of information. An example of 
this is furnished by Ludwig Bamberger’s report from Messina in September 1877. 
Bamberger was a leader of the National Liberals and a free trader. His 
involvement in the Reichstag helped Bleichréder from time to time. Thus, in 
September 1877 Bamberger claimed Bleichréder was very much mistaken as he 
believed the Russians would easily outwit the Turks. However, Bleichréder did 
not seem to have access to accurate information from the Porte. Bamberger had 
such access on the other hand. His letters told Baron Lionel that British influence 
at the Porte had never been stronger and the British would not let the Russians 
hoodwink the Turks. Bleichréder constantly complained to Baron Lionel that 
Britain would not commit herself, particularly after the issue of the Gortchakov 
circular. Through letters from Turkey it would appear there was a deeper motive. 


Stern, op. cit., p. 275. 

37BA Box II, 10th February 1877: Letter—Sonnemann to Bleichréder. 

RAL B17 Bleich/1877:28 (64/0): Letter—Bleichréder to Baron Lionel, 12th February 1877. 

3Stern, op. cit., p. 173; also, Schönhausen Archive (part of Fürst von Bismarck Archive, 
Friedrichsruh): Letter — Bleichréder to Bismarck, 13th August 1877. Hereafter any reference to the 
Schönhausen Archive will be denoted by the abbreviated form of SA. 

*RAL (112/140): Letter-L. Bamberger to Baron Lionel, 15th September 1877. On Ludwig 
Bamberger and Leopold Sonnemann in German politics see also Werner E. Mosse, ‘The Conflict of 
Liberalism and Nationalism and its Effect on German Jewry’, in LBI Book XV (1970), pp. 125-139. 
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For Bamberger reported: “There was a time when the Porte was reluctant to 
adhere to his advice — that is, the advice of the British Ambassador — and was even 
about to turn directly to Russia to come to a settlement. Now, however, the Turks 
realise that at the time when they had given up hopes, English diplomacy never 
did . . .” The mood is reflected in a Cabinet meeting. The Memorandum relating 
to this was compiled by the Lord Chancellor in Disraeli’s government, Hugh 
McCalmont, lst Earl Cairns, on 5th October 1877.*! The Cabinet majority felt it 
better for Britain to remain neutral, provided Russia did not make any attempt to 
take Constantinople. Bleichréder was completely in the dark over this. His major 
point was that Britain would not interfere, provided Russia made no attempt to 
tamper with British interests in Egypt. This was the general feeling in Berlin. 

Further evidence of Bleichréder’s willingness to use his position on the 
Committee of the Reichsbank appears in December. Silver was still a prominent 
issue and the Reich Government decided to sell more, presumably because the 
price was falling. Bleichréder had advised that the price would pick up, as we 
have already seen. Unfortunately, this was not to be so, and the price of fine silver 
continued to fall for many years. The purpose of Bleichréder’s confidential report 
on 4th December 1877 was to give Baron Lionel advance warning of the 
movement of large amounts of silver. On 3rd December 1877 -— this shows how 
accurate and prompt Bleichréder’s reports could be—the Reich Government 
decided to sell each week amounts of its fine silver up to a maximum final total of 
600,000 Ibs.*? This amounted to 15:3% of the 1877 world production.*? The Reich 
Government had been loaned £50,000 by the Joint Stock Bank and intended to 
discharge this loan by selling its silver. It is surprising, however, that the Reich 
Government was producing its silver for sale by withdrawing silver coins. This 
method is especially worthy of attention, because a law had been passed in 1873 
regulating coinage; and Reich silver coins were generally in limited circulation. 
On the other hand, the motives may have been ultimately coupled with a forward 
plan which culminated in the 1907 Law regulating specie and introducing a 
gold-based currency from July of that year onwards. It was likely, however, that 
the Government was not thinking that far ahead, and its problems were of a more 
immediate nature and linked with the pressing need to discharge loans it had 
incurred. On 4th December 1877 the Reich Government determined to produce 
by this method of coin withdrawal some 50,000 Ibs. of fine silver each week.** This 
was clearly a very sensitive issue, since Bleichrdéder stressed in his letter to Baron 
Lionel that it should all be kept confidential; otherwise, he, Bleichréder, could 
well suffer extreme embarassment. 

Personal investment interests also appear in Bleichréder’s private letters to 
Baron Lionel. In December 1877 Bleichréder was interested in an estate in Kent, 
England, which was situated some seventy miles from London and adjacent to 


Royal Archives (Windsor), RA B53/18—Cairns Memorandum, 5th October 1877. See also 
Millman, op. cit., see also Bodleian Library (Oxford), Disraeli Papers XIX/C/328. 

*2RAL B17 Bleich/1877:175 (64/0): Letter—Bleichréder to Baron Lionel, 4th December 1877. 

“White, op. cit., p. 6. Calculations are based on the figures shown here, which were originally 
compiled in 1914 on the instructions of the U.S. Mint. 

“Toc. cit., note 42 above. 
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the railway.*° His interest lay in the investment value of this property, and he 
spoke of annual yield of 3% after all deductions. Obviously, instructions had been 
given by him to research carefully into the background of the property. This 
estate had long been in the possession of the family of its 1877 owner- the family 
never being actually named in Bleichréder-Rothschild private letters— and was 
only to be disposed of, because it lay too far away from its neighbouring estates. 
Bleichréder enclosed a more detailed description of the estate. A more 
significant aspect of this affair is demonstrated by his willingness to cooperate 
with Baron Lionel over the purchase of this estate. He wanted Baron Lionel to 
investigate the property for him. So, he had to offer something in return. 
Therefore, Bleichroder asked him to comment whether he had his eye on the 
requisite bid for this property. 

By 17th December there was further deterioration in political relations 
regarding the Russo-Turkish conflict. No encouragement was offered by the 
Turkish Circular sent to the European Powers. This led to little hope of 
mediation. Berlin believed that the Turkish Cabinet was pre-occupied with the 
question concerning the occupation of the Bosphorus and the Suez Canal. This 
latter point immediately drew British interests into the political débâcle. It was of 
particular concern to Baron Lionel, who had been closely involved in the 
purchase of Suez Canal shares by the British Government in 1875.*’ Other issues 
were also raised by Bleichréder in connection with political repercussions on 
commercial activity. There had been a considerable volume of speculative 
trading through Hamburg. Reports were arriving that the Hamburg branch of 
the Deutsche Bank should show an enormous deficit on account of speculations. 
These had spread onto the Paris market. There had been some excessive claims 
on the part of the French Republican Party which could lead to new conflicts; and 
Paris exchange rates on government stock were high. The situation was seen as 
politically tense and thus engendered speculative tendencies. 

Not only was Bleichréder in correspondence with Baron Lionel in London, he 
also wrote to Lionel’s cousin in Paris, Baron Alphonse de Rothschild. Alphonse in 
turn wrote to Lionel and thus there was a triangular interchange of information. 
Each source improved or qualified the information emanating from its 
counterpart. An issue in which Bleichrdder was to achieve his pièce de résistance 
at the June Berlin Congress of 1878 was the question of Romanian Jews. On 12th 
January 1878 Alphonse broached this subject with him.*® On Ist July 1878 
Article 44 was accepted by the Berlin Congress. This was a triumph for the 


SRAL B17 Bleich/1877:176 (64/0): Letter- Bleichröder to Baron Lionel, 13th December 1877. 

*This enclosure does not appear to have survived. At least it has not been traced to date. 

“’For an extremely enlightened and well researched discussion of Baron Lionel’s support of the 
British Government in its purchase of Suez Canal Shares in 1875 see Lord Rothschild, You Have It, 
Madam, London 1980. p. 62. 

Rothschild Archive (Paris: Archives Nationales:Rothschild Deposit) Série L (copie de lettres — depuis 
1850) Lettres Particuliéres— Allemagne: Baron Alphonse to Bleichréder, 12th January 1878. On the 
Romanian Jewish Question at the Berlin Congress and the role played by Gerson von Bleichréder 
see in great detail N. M. Gelber, ‘The Intervention of German Jews at the Berlin Congress 1878’, in 
LBI Year Book V (1960), pp. 221-248. 
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Bleichréder pressure group and the Romanian Jews. This Article? was 
formulated by the European Powers and demanded that Romania extend equal 
political rights, including the right of naturalisation, to all its people as a price for 
the international recognition of its independence. At the beginning of 1878 Baron 
Alphonse urged Bleichréder to use all his powerful influence with his government 
to improve the condition of the Jews. He considered Bismarck had tolerant views 
and it should have been easy for Bleichréder to proceed successfully. 

Prior to the major event of 1878, the Berlin Congress in June-July of that year, 
Bleichrdder’s correspondence was preoccupied with the question of mediation 
between the Russians and the Turks. Russia would not agree to the initial 
mediation proposals, though a number of conference centres were offered. Berlin 
was worried at the rumour that Britain would retaliate and look seriously at the 
possibility of taking action. Lord Derby, the Secretary of State for Foreign Affairs, 
had held his post in the second Disraeli government from 21st February 1874 
when it took up office.*! He had advocated peace, but it was feared in Berlin that 
by 2nd January 1878 he had been attracted to Disraeli’s policy. Yet Derby stood 
out against the whole Disraeli Cabinet at the beginning of 1878°? despite the need 
for British military precautions in case the Ottoman forces were defeated. He 
continued to be a resolute pacifist till pressures, especially from the direction of 
Lord Salisbury, forced him to resign after a Cabinet meeting on 27th March at 
which Lord Beaconsfield utterly shattered his pacifistic beliefs by persuading his 
Cabinet to call up the reserves immediately and summon a large body of Indian 
troops to the Mediterranean.°? On 2nd April 1878 Derby was replaced by his 
arch-critic and vociferous parliamentary antagonist, Salisbury. 

On 18th March Bleichréder reported a rumour that Lord Derby would 
resign.** Berlin had looked to Derby as a possible brake on the belligerent 
inclinations of Disraeli’s Cabinet. The Austro-German feeling was that no 
congress would take place until the British demands were settled. At the same 
time a rumour of Derby’s possible impending resignation upset the close of the 
Berlin Stock Exchange. That was of great interest to Baron Lionel. Information 
likely to interest the British Government included Bleichréder’s advance warning 
that the idea of a pre-congressional session had been put forward.°° It was 
thought this would help to iron out problems over British demands and allow a 
list of necessary topics to be drawn up for the actual Congress agenda. The 
concern in Berlin was over British war preparations. It was believed these would 


For an informed discussion of Article 44 of the 1878 Berlin Congress see R. W. Seton-Watson, A 
History of the Rumanians, Cambridge 1934, p. 350. 

Foc. cit., note 48 above. 

51Sir F. M. Powicke, Handbook of British Chronology. 2nd. edn. London, Royal Historical Society 1961. 
p. 109, n. 7. The date of the kissing of hands was given in Queen Victoria’s Letters as 20th February 
1874. 

SHA 43/7501/297 Cranbrook Papers, East Suffolk. R. O. Gathorne Hardy, created Viscount 
Cranbrook in 1878, wrote in his diary about Derby’s resolute stance against the whole Cabinet. 
From 2Ist February 1874 till 2nd April 1878 Gathorne Hardy was Secretary of State for War. 

53Sir Robert C. K. Ensor, England 1870-1914, The Oxford History of England series, Oxford 1936, 
repr. 1966. p. 49. 

SRAL B17 Bleich/1878:35 (64/1): Letter—Bleichréder to Baron Lionel, 18th March 1878. 

Ibid. 
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intensify ifno early Congress date was fixed and if British interests were damaged 
through the occupation of Bulgaria and the abandonment of Armenia. On both 
these questions Berlin felt Britain was convinced that Russia would not back 
down. 

Besides these topics of pressing interest Bleichréder reported on the internal 
conflict in Berlin politics. Artur Hobrecht, the Odberbirgermeister of Berlin, had 
been nominated as candidate for the portfolio of Finance Minister; while Count 
Stolberg was to decide whether to accept the post of Vice-Chancellor.%” 
Bleichréder had other ideas and suggested Count Botho Eulenburg of Hanover as 
a “reasonably well qualified” candidate for the functions of the Prussian Finance 
Minister.** Eulenburg was not appointed; Bismarck did not approve of him.” 
Bleichréder also warned that if the Congress failed, it could mean a regression of 
from 5% to 10% in Stock Market trading.© 

By Ist April 1878 Ignatiev had taken off for St. Petersburg without reaching a 
clear understanding with Austria. According to Bleichréder’s report the 
intentions of Austria were pitched too high. Here he simply relayed Bismarck’s 
beliefs. The accuracy of his information was only paralleled by the speed with 
which Baron Lionel communicated his news. A good example illustrating this 
occurs on 2nd April 1878, the day Lord Salisbury assumed the office of Secretary 
of State for Foreign Affairs. On that very day Bleichréder wrote to Baron Lionel, 
thanking him for his Stock Exchange telegram.®! It was no coincidence that a 
telegram should have been felt necessary. Important news needs to be 
transmitted quickly. Bleichréder’s own words serve to confirm the contents of 
that telegram. He wrote: 


“I am obliged to thank you for your Stock Exchange telegram of today and can only say from 
my side, that my friend here has likewise considered the programme which Lord Salisbury is 
expounding as slightly unfavourable in the spirit of peace . . .” 


Lord Salisbury was eventually to represent Britain at the Berlin Congress in 
June-July as one of the official party. The others in the British delegation were the 
Prime Minister, Lord Beaconsfield, and the British Ambassador to Germany, 
Lord Odo Russell. Salisbury was determined to reduce Russia’s influence in the 
Balkans. This aim was epitomised in his famous circular of Ist April 1878.7 By 
early April, however, Russia was being forced by circumstances to accept the 
Congress. Bleichréder was receiving frequent reports® about the state of Russian 


SRAL B17 Bleich/1878:38 (64/1): Letter—Bleichréder to Baron Lionel, 23rd March 1978. 

5 Ibid. 

58S A letter, 4th March 1878: Bleichréder to Bismarck. 

59Stern, op. cit., p. 195. 

© Loc. cit., note 56 above. 

SIRAL B17 Bleich/1878:40 (64/1): Letter—Bleichréder to Baron Lionel, 2nd April 1878. 

®Robert Taylor, Lord Salisbury, British Political Biography Series, London 1975. p. 61. Taylor 
discusses the circumstances in which this circular was written. 

®8RAL B17 Bleich/1878:41 (64/1): Letter—Bleichréder to Baron Lionel, 3rd April 1878. This 
situation in which Russia now found herself was quite graphically depicted by Bleichréder 
—“. . . Die gestrigen und vorgestrigen Berichte über die Erschöpfung der Kasse in Russland und die 
Dezimirung der Armee scheinen nach heutigen Mittheilungen etwas übertrieben gewesen zu sein. 
Russland soll noch einen Baarvorrath von nahezu 70-80 Millionen Rubel haben, und was die 
Armee anlangt, so soll der Krankenbestand nicht 3%, sondern nur 14% betragen . . .” 
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cash reserves and the decimation of her army. Some reports were exaggerated 
and these Bleichréder corrected for the sake of Baron Lionel. But still he painted a 
clear picture of Russia’s plight. Large quantities of Russian banknotes were being 
sold in Berlin, despite her alleged cash reserve of 70-80 million Roubles. Her 
army was still growing weaker, although the incidence of sickness among troops 
was 14% and not 3% as reported earlier. 

On 8th April Berlin saw an increase in diplomatic activity. In this context 
Bleichréder referred to “‘his friend” who, it was extremely likely, happened to be 
Bismarck. The feeling one gets from Bleichréder’s letter™ is that Bismarck was 
angry because he had not been kept in close contact with London, St. Petersburg 
and Vienna. News seems not to have reached him regularly enough. Bleichréder 
was continuously used as the broker and stressed to Baron Lionel that what he 
was about to say could not be left unsaid any longer. The context of the letter 
conveys the feeling that Bleichroder hoped that his point would be driven home. 
Baron Lionel was told the facts and presumably, it was hoped, he would convey 
them somehow to Lord Salisbury. The fact that news from London, St. 
Petersburg and Vienna had not been coming through quickly enough led to very 
active diplomatic exchanges between Bleichréder’s “friend” and the British 
Ambassador, Lord Odo Russell, and the Russian Ambassador. It was made clear 
to these two on 7th April that the time had come for Austria to declare its position 
regarding the peace stipulations of the San Stefano Treaty. Andrassy proposed its 
revision by a European Conference. Russia would not accept that, unless the 
scope of discussion were strictly delimited in advance; Great Britain insisted that 
the conference must have a free hand, and the whole treaty go into the 
melting-pot.© 

The Treaty of San Stefano had been signed on 3rd March 1878 under a cloud of 
expedient compromise. In an attempt to defuse the Russo-Turkish conflict a 
preliminary to the San Stefano Treaty had taken place on 19th February. It had 
been a sort of truce, whereby Russia undertook not to occupy Gallipoli, in return 
for Great Britain’s not landing troops in Turkey. Bleichréder focused attention on 
Austria’s attitude towards the San Stefano terms. Andrassy wanted it revised. It 
seems Bismarck wanted the British Government to know he needed to be 
informed under what terms Austria would recognise the San Stefano Treaty 
when it attended the coming Congress. This Bleichréder reported on 8th April. 
Also, on the same day, he asserted Britain would express to the Russian Cabinet a 
similar point of view. 

By 8th May 1878 Bleichréder was thanking Baron Lionel for the information 
he had sent and also took the trouble to apologise for allowing a break in the 
regularity of his communications. The reason for such a lull in his correspondence 
was explained by the fact that from his knowledge of proceedings in Berlin 
Bleichréder believed the focus of political decisions was centred on London, and 
not Berlin.®© 

Up to the actual opening of the Congress on 13th June there were continuous 


“RAL B17 Bleich/1878:42 (64/1): Letter—Bleichréder to Baron Lionel, 8th April 1878. 
Ensor, op. cit., pp. 48-49. 
RAL B17 Bleich/1878:52 (64/1): Letter—Bleichréder to Baron Lionel, 8th May 1878. 
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and very active diplomatic exchanges. On a number of occasions it appeared 
from Bleichréder’s reports that the Congress would never take place. It was being 
constantly postponed. Even as early as 6th February 1878 Bleichréder reported 
that Prince Nicholas Gortchakov had made a stand against holding conferences 
in Vienna. So, a neutral place had to be found; venues such as Dresden, Baden 
and Brussels were suggested.” Bismarck was determined that no Congress 
should be held in Berlin. But he relented later. Gortchakov wanted a conference 
to be held in Lausanne. A problem was created by Bismarck’s absence from 
Berlin for most of 1877 and early 1878. He was ill and needed to convalesce. 
Though possible Vice-Chancellors were nominated, he would not really hand 
over the reins of power. Also, he must have aroused some suspicion in 
Bleichréder’s mind that correspondence with Baron Lionel was being 
intercepted. On 11th February Bleichréder told Baron Lionel he would use 
“Wilhelm” to mean “Reichskanzler.” In his letters to Baron Lionel in the 1860s 
Bleichréder had used cursive Hebrew Ashkenazi script to express such names 
phonetically. 

On 13th June 1878 Bleichréder reported the first session of the Berlin 
Congress. He claimed it was extremely difficult to acquire knowledge of the 
proceedings held behind closed doors, because the members of the Congress had 
been obliged to agree not to let anything leak out. Any information direct from the 
Congress would then be of immense commercial value to Baron Lionel. Lord 
Salisbury and Lord Beaconsfield were no longer in London; so, the political value 
of Bleichréder’s information would not be as significant as it would when the 
appropriate politicians were present in London to receive any information that 
was released. 

During the Congress Bleichréder intensified his reports on Russian finances 
and the heavy trading in Russian banknotes. With the acceptance of Article 
XLIV regarding Romania’s citizenship rights Bleichréder had achieved an 
immense step forward for the Jewish communities.® The degree of intimacy he 
attained with the Congress delegates is amply demonstrated when he entertained 
members of the Congress at dinner. Disraeli, Shuvalov, Waddington, Andrássy 
and Herbert von Bismarck came to dine with him on 3rd July. Prince Otto von 
Bismarck, however, never attended private functions — so he alleged. Despite the 
jubilation over the acceptance of Article 44 Bleichréder wanted to achieve a 
similar measure with the Russians eventually. But that was never to happen. 
Baron Lionel received from him detailed reports on every speech at the Congress 
each day as it was given. During the first few days the Congress made hardly any 
impact on Stock Exchange trading. 

On 13th June, the first day of the Congress, Baron Lionel wrote to Bleichréder 
who replied two days later,” saying he would make the maximum use of the 
information. Originally, Baron Lionel had sent a communication to Lord 


67RAL B17 Bleich/1878:11 (64/1): Letter—Bleichréder to Baron Lionel, 6th February 1878. 
SRAL B17 Bleich/1878:12 (64/1): Letter—Bleichréder to Baron Lionel, 9th February 1878. 
®°Cf. Gelber, loc. cit., in particular, pp. 245-247. 

"RAL B17 Bleich/1878:76 (64/1): Letter—Bleichréder to Baron Lionel, 15th June 1878. 
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Beaconsfield and Lord Salisbury. Part of this he passed over to Bleichréder.’' On 
the Romanian question Bleichréder reported back that under no circumstances 
would Romania agree to handing over Bessarabia to the Russians. From the 
banking point of view he was able to make significant comment upon the “very 
extensive turn-over” on the Berlin Stock Market. Notable areas where trading 
was heavy comprised dealing in foreign exchange, particularly in Roubles where 
the exchange rate dropped by 4% —3%. 

On 16th June Bleichréder met Montague Corry, Disraeli’s private secretary. A 
meeting was arranged with Lord Beaconsfield. That same evening Bleichroder 
was invited to attend ‘a soirée given by the British Ambassador, Lord Odo 
Russell. But owing to his blindness he was unable to attend. He had, however, 
arranged for “friends” to report back on that day’s session of the Congress and 
other things. 

The exchange of information continued at a rapid pace throughout the whole 
Congress. During that time Baron Lionel had recommended a business contact, 
Mr. Samuel, to meet Gerson von Bleichréder, and various other business 
interests were pursued alongside the immensely detailed political reporting 
which was so valuable to Stock Market trading. On 2nd July Bleichréder took 
great pleasure in telling Baron Lionel that he had that very morning sent him a 
telegram with the news that on Ist July 1878 the Congress had agreed on equal 
rights in Serbia, Montenegro, Bulgaria, and also Romania.’” He was so pleased 
with this break-through that he commented, “‘in the latter case it called for really 
special attention that full equal rights would have to be given to the Jews there”’.’* 

Daily reports had been sent to Baron Lionel throughout the whole Congress. 
Valuable comments were included such as remarks on the European Stock 
Markets. He noted they began to react upon one another in rapid succession and 
it was actually hardly conceivable that this situation would last. The Congress 
was having an unusual impact on European Markets. At the close of the Congress 
Bleichréder was still able to maintain his position in the Rothschild-Bleichréder 
axis, continuing to send London valuable political and commercial information. 
On 16th July he met Waddington, the French Foreign Minister, who replaced 
Decazes. He had a long conversation with him and then reported to Baron Lionel 
his views on the French position with regard to Cyprus.’* But this is another 
chapter in the story of the Rothschild-Bleichréder axis. 


7 Thid. 

72RAL B17 Bleich/1878:84 (64/1): Letter—Bleichréder to Baron Lionel, 2nd July 1878. Original 
letter is dated 1875 in error. 

73Ibid.: “. .. Bei letzterem wurde besonders hervorgehoben, dass den Juden daselbst die volle 
Gleichberechtigung werden müsste . . . Die Rumänen erklärten sich gern damit einverstanden . . .” 
See also Gelber, loc. cit., pp. 246-247. 

“RAL B17 Bleich/1878:91 (64/1): Letter—Bleichrdder to Baron Lionel, 16th July 1878. 
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